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WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is made the y <>f\̀ 007 by and between

GLOBAL WATER .. PALO VERDE UTILITIES COMPANY, an Arizona corporation

("Company"), and SHEA HOMES LIMITED PARTNERSHIP, a California limited partnership

("Developer") .

RECITALS:

A. Developer desires that sewer utility service be extended to and for its

residential real estate development located in Parcel 5 of Amarillo Creek Unit l consisting of

160 single family residential lots, in Pima] County within the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience and Necessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC&N from the Arizona Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

portions of Penal County, Arizona.

C. Developer is willing to construct and install facilities within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that



Developer fillip and timely perform the obligations and satisfy the conditions and requirements

set forth below.

COVENANTS AND AGREEMENTS:

NOW,  THEREFORE,  i n  con s ider a t i on  of t h e fol l owin g  coven an t s  an d

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to hereinafter as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B," and shall be designed and constructed within the Development 'm a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply wi th  Company' s  standards and speci fica t ions,  and a l l  engineer ing plans and



specifications for the Facilities shall be approved by Company and its engineers ("Company's

Engineer") prior to the commencement of construction. Company and Company's Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.

"Wiz
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4. Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair, Company's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

connection of the sewer line of each customer receiving service to the collection main.

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Developer's, the Development's or each individual customers' responsibility. All work

performed by or on behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all

liens and encumbrances, and unless the time period for filing lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of
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constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of the Facilities pursuant to

paragraph 4, above. At the time Qr transfer, all easements and rights-of-way shall be free of

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($7,500). Developer shall provide additional advances to

Company,  as may be requested by Company in  wr it ing from time-to-t ime,  to reimburse
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Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one~half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona fide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar year  following the calendar year  in which title to the

Facil i t ies is transfer red to and accepted by Company and continuing thereafter  in  each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above.

9. Cornpanv's Obligation to Serve. Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of



rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of th is Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liability for Income Taxes. In the event it is determined that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder. These funds shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation
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relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

l l . Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY:

Global Water - Palo Verde Utilities Company
Attn: Cindy Liles
21410 N. 19"' Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

Shea Homes Limited Partnership
Attn: David Garcia
8800 N. Gainly Center Drive
Scottsdale, Arizona 85258

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the



laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

14. Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developed

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the

assignor's duties and obligations hereunder. This Agreement and all terms and conditions

contained heroin shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties.

16.Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.



17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attorneys' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

19. Authority to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

COMPANY:

GLOBAL WATER .-- PALO VERDE UTILITIES COMPANY,
an Arizona corporation

('/WE N~!».!z,/
Its :

Cindy M. L1 es
Senior Vice President &
Chief Financial Officer

DEVELOPER:

SHEA HOMES LIMITED PARTNERSHIP,
a California limitelfp

u-_- -*

Its fhoriied Agent

. ¢£

..»"

114 Afar 1 ze`3Agent

By :

By:

By:
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EXHIBIT A

LEGAL DESCRIPTIONS
FOR AMARILLO CREEK UNIT I

AMARILLO CREEK UNIT 1, PARCEL 5

Lots 1-160, and Tracts A-D of the Final Plat of Amarillo Creek Unit l, Parcel 5, as set
forth in Cabinet G, Slide 079, according to the Pinal County Recorder's Office Docket
No. 2006-122701 recorded on 8/31/06.

l l I llllllllllll_l
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SEWER

$280,824SUB TOTAL

UnilB Quantity Unit Cost

8" PVC SDR35 Sewer Line l LF 4,70a 28 $131,824
15 3.000 545,000

$24,000
4' Die. Manhole Per M.A.G. Std. Dei. 420 &422

6 4,0005' Die. Marlhde Per M,A.G. Std. no. 420 &422
160 500 $80,0004" Sewlce Tap Per M.A.G. Std. Det. 440

Cost

EA
EA
EA

EXHIBIT COST ESTIMATE

ESTIMATED CONSTRUCTION COST
FOR AMARILLO CREEK UNITI - PARCEL5

c



WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is made th1s3 l 8 day 0 M07 by and between
1.
4

GLOBAL WATER - PALO VERDE UTILITIES COMPANY, an Arizona corporation

("Company"), and SHEA HOMES LIMITED PARTNERSHIP, a California limited partnership

("Developer") .

RECITALS :

A. Developer desires that sewer utility service be extended to and for its

residential real estate development located in Parcel 1 of Amarillo Creek Unit l consisting of

102 single family residential lots, in Penal County within the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience and Necessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC&N from the Arizona Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

portions of Pinal County, Arizona.

C. Developer is willing to construct and install facilities within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that
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Developer fully and timely perform the obligations and satisi§/ the conditions and requirements

set forth below.

COVENANTS AND AGREEMENTS'

NOW, THEREFORE, in cons idera t ion of the fol lowing covenants  and

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to hereinafter as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B," and shall be designed and constructed within the Development in a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company's  s tandards  and specificat ions ,  and al l  engineering p lans  and



specifications for the Facilities shall be approved by Company and its engineers ("Company's

Engineer") prior to the commencement of construction. Company and Company's Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action, Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the Final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been consulted in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.

llllllllll_



4. Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Company's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

connection of the sewer line of each customer receiving service to the collection main.

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Developer's, the Development's or each individual customers' responsibility. All work

performed by or on behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all

liens and encumbrances, and unless the time period for tiling lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of
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constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer  shall be responsible for  obtaining all necessary

easements and rights-of-way for the construction and `mstallation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of the Facilities pursuant to

paragraph 4, above. At the time of transfer, all easements and rights~of~way shall be free of

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($7,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse



Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below,

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one-half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona fide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar year following the calendar year in which title to the

Facilities is transferred to and accepted by Company and continuing thereafter in each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above.

9. Company's Obligation to Serve. Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of



rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liabilitv for Income Taxes. In the event it is determined that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or  at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder. These funds shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation



relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

l 1 . Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY:

Global Water - Palo Verde Utilities Company
Attn: Cindy Liles
21410 N. 1991 Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

Shea Homes Limited Partnership
Attn: David Garcia
8800 N. Gained Center Drive
Scottsdale, Arizona 85258

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the



laws of die State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

14. Indemniiicationz Risk of  Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the

assignor's duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties.

16.Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.



17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attornevs' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

19. Authoritv to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

COMPANY:

GLOBAL WATER - PALO VERDE UTILITIES COMPANY,
an Arizona corporation

@1'rLi¢1 17~ln.lw
Its:

Cindy M. L1 es
Senior Vice President &.
Chief Financial Officer

DEVELOPER:

SHEA HOMES LIMI ED P RTNERSHIP,
a California lim` n p

Its 6 Mai

By:

By:

By:

1Z€( g€n

Authorized Agent



EXHIBIT A

LEGAL DESCRIPTIONS
FOR AMARILLO CREEK UNIT I

AMARILLO CREEK UNIT 1, PARCEL 1

Lots 1-102, and Tracts A-F of the Final Plat of Amarillo Creek Unit 1, Parcel 1, as set
forth in Cabinet G, Slide 075, according to the Penal County Recorder's Office Docket
No. 2006-122697 recorded on 8/31/06.
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WASTEWATER FACILITIES EXTENSION AGREEMENT

W
,/2007 by and between

GLOBAL WATER -  PALO VERDE UTILITIES COMPANY, an Ar izona corporation

This Agreement is made this I

("Company"), and SHEA HOMES LIMITED PARTNERSHIP, a California limited partnership

("Devleldper").

RECITALS:

A. Developer desires that sewer utility service be extended to and for its

residential real estate development located in Parcel 2 of Amarillo Creek Unit l consisting of 98

single family residential lots, in Penal County within the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience and Necessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC8LN from the Arizona Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

portions of Pinal County, Arizona.

c. Developer is wi l l ing to construct and instal l  faci l i t ies within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that

I l l lulllllluu II
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Developer fully and timely perform the obligations and satisfy the conditions and requirements

set forth below,

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in  con sider a t ion  of th e fol lowin g coven an t s  an d

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to hereinafter as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B," and shall be designed and constructed within the Development in a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply wi th  Company' s standards and speci fica t ions,  and a l l  engineer ing plans and



specifications for the Facilities shall be approved by Company and its engineers ("Company's

En inner" riot to the commencement of Gonstruction. Com an and Com an 's Engineerg p P  y P  y

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to tilly pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.



4. Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Company's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

connection of the sewer line of each customer receiving service to the collection main.

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Developer's, the Development's or each individual customers' responsibility. All work

performed by or on behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all

liens and encumbrances, and unless the time period for filing lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with  three sets of as-built  drawings and specifications for  the Facili t ies and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of
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constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph,

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of the Facilities pursuant to

paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free of

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($'1,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse



Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one-half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona tide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar year following the calendar year in which title to the

Facilities is transferred to and accepted by Company and continuing thereafter in each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above.

9. Companv's Obligation to Serve. Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of
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rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liabilitv for Income Taxes. In the event it is determined that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder, These funds shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental audtority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation



relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances 'm aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

l l . Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY :

Global Water - Palo Verde Utilities Company
Attn: Cindy Liles
21410 N. 19th Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

Shea Homes Limited Partnership
Attn: David Garcia
8800 N. Gained Center Drive
Scottsdale, Arizona 85258

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing* Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the



llllllllll-ll llllll II I II l l H l H H IH I l l

laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

14. Indemnification: Risk of Loss. Developer  shall  indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the

assignor's duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties.

16. Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.
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17. Integration' One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attorneys' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

19. Authority to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

COMPANYz

GLOBAL WATER .- PALO VERDE UTILITIES COMPANY,
an Arizo corporationc

M t1~L~M/
1

Its :
Cindy M. Llltes
Senior Vice President &
Chief Financial Otiicer

DEVELOPER:

SHEA HOMES LIMITEDPARTNERSHIP,
a California UMW hip

Its u181orized A ant
L

By:

By :

By:
It! Authorized Agent

92 74/%7 /
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EXHIBIT A

LEGAL DESCRIPTIONS
FOR AMARILLO CREEK UNIT I

AMARILLO CREEK UNIT 1, PARCEL 2

Lots 1-98, and Tracts A-F of the Final Plat of Amarillo Creek Unit 1, Parcel 2, as set
forth in Cabinet G, Slide 076, according to the Penal County Recorder's Office Docket
No. 2006-122698 recorded on 8/31/06.
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Units QuantltySEWER 1
I

"$ii6,0s2 ..

5' Die.mannole Per M.A.G. Std. Del. 420 &422

sue tOTAL .. ' " "

B" plc SDR35 Sewer Ume LF a:7a4 pa $104,552

4' Die. Manhole Per MA.G. Std. Den. 420 &422 EA 4 3,000 $12,000

UM COG! COS!

EA 10 4.0oo $40,000
411 SSNIGS TapPer M.A.G. Std. Def. 440 EA 107 500 853.500

¢~*q-

EXHIBIT COST ESTIMATE

ESTIMATED CONSTRUCTION cos'r
.FOR AMARILLO CREEK UNIT 1 . PARCEL 2

C



WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this( day of 12007 by and between

GLOBAL WATER _ PALO VERDE UTILITIES COMPANY, an Arizona corporation

("Company"), and SHEA HOMES LIMITED PARTNERSHIP, a California limited partnership

("Developer") .

RECITALS3

A. Developer desires that sewer utility service be extended to and for its

residential real estate development located in Parcel 3 of Amarillo Creek Unit l consisting of

104 single family residential lots, in Pinar County within the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience and Necessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC&N from the Arizona Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

portions of Pinar County, Arizona.

c. Developer is willing to construct and install facilities within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that

|



Developer fully and timely perform the obligations and satisfy the conditions and requirements

set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE,  in  con sider a t ion  of th e fol lowin g coven an t s  an d

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to hereinafter as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B," and shall be designed and constructed within the Development in a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs,  expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company's standards and specif ications, and all engineering plans and



specifications for the Facilities shall be approved by Company and its engineers ("Company's

Engineer") prior to the commencement of construction, Company and Company's Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.



4. Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to

ensure that no breaks or similar defects ezdst. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Colnpany's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

connection  of the sewer  l ine of each  customer  receiving service to the collection  main .

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Developer 's, the Development's or each individual customers' responsibility. All work

performed by or on behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all

liens and encumbrances, and unless the time period for filing lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of



constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of the Facilities pursuant to

paragraph 4, above. At the time of transfer, all easements and rights»of-way shall be free of

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($7,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse
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Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one-half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona fide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar  year  following the calendar  year  in which title to the

Facil i t ies is transfer red to and accepted by Company and continuing thereafter  in  each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

Warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above,

9. Company's Obligation to Serve. Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of



rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
4

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liabilitv for Income Taxes. In the event it is determined that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder. These funds shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation



relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

11.Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows :

COMPANY:

Global Water - Palo Verde Utilities Company
Attn: Cindy Liles
21410 N. 19"' Avenue, Suite 20 i
Phoenix, Arizona 85027

DEVELOPER:

Shea Homes Limited Partnership
Attn: David Garcia
8800 N. Gained Center Drive
Scottsdale, Arizona 85258

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the



laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence. Time is and shal l  be of the essence of th is

Agreement.

14. Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (Without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the

assignor's duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties.

16. Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.



17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attorneys' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

19.Authoritv to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

COMPANY:

GLOBAL WATER .--PALO VERDE UTILITIES COMPANY,
an Arizona corporation

/WM n. MI
Its :

Cindy M. Lil
Senior Vice President &
Chief Financial Officer

DEVELOPER:

SHEA HOMES LIMITED PAR;rNERSH1P,
a California limiter

By:

By:
Its 4

//3%%
Authorized Agent

By:



Lots 1-104, and Tracts A-B of the Final Plat of Amarillo Creek Unit l, Parcel 3, as set
forth 'm Cabinet G, Slide 077, according to the Pima] County Recorder's Office Docket
No. 2006-122699 recorded on 8/31/06.

AMARILLO CREEK UNIT 1, PARCEL 3

LEGAL DESCRIPTIQNS
FOR AMARILLO CREEK UNIT I

EXHIBIT A
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- Quantity Uri! Cost Cost

s,4e1 pa $152,908
LG 3,000 $45,000
11 4,000 $44,000
104 500 $52,000

Units

-I

B" PVC SDR35 Sewer Line
4' a. Manhole Per V .A Std. Def. 420 a. 422
5' i a. Manhole Per MA.G. Std. Del. 420 & 422
4" Service Tan Per M.A.G. Std. Dei. 440

SEWER

LF
EA
EA
EA

$296,908SUB TO TAL

EXHIBIT COST ESTIMATE

ESTIMATED CONSTRUCTION COST
FOR AMARILLO CREEK UNIT 1 - PARCELS

C
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WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is model this day 0
x 1

M 2007 by and between

GLOBAL WATER - PALO VERDE UTILITIES COMPANY, an Arizona corporation

("Company"), and SHEA HOMES LIMITED PARTNERSHIP, a California limited partnership

("Developer") .

RECITALS:

A. Developer desires that sewer utility service be extended to and for its

residential real estate development located in Parcel 4 of Amarillo Creek Unit 1 consisting of

136 single family residential lots, in Pinar County within the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience andNecessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC&N from the Arizona Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

portions of Pinal County, Arizona.

c. Developer is willing to construct and install facilities within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that



Developer fully and timely perform the obligations and satisfy the conditions and requirements

set forth below.

COVENANTS AND AGREEMENTS:

NOW,  THEREFORE,  in  con sider a t i on  of t h e fol lowin g  coven an t s  an d

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to hereinafter as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B," and shall be designed and constructed within the Development in a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company's standards and specif ications, and all engineering plans and
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specifications for the Facilities shall be approved by Company and its engineers ("Company's

Engineer") prior to the commencement of construction, Company and Company's Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to widlhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.



4. Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Company's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

connection of the sewer line of each customer receiving service to the collection main.

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Developer's, the Development's or each individual customers' responsibility. Al l  work

performed by or on behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship,

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all

liens and encumbrances, and unless the time period for tiling lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of



constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer  shall be responsible for  obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of the Facilities pursuant to

paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free of

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($7,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse



Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one~half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona fide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar year following the calendar year in which title to the

Facilities is transferred to and accepted by Company and continuing thereafter in each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the: costs of any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above.

9. Companv's Obligation to Serve. Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of



rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liability for Income Taxes. In the event it is determined that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder. These funds shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation



relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, firm and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

11.Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY:

Global Water Palo Verde Utilities Company
Attn: Cindy Liles
21410 n. 19"' Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

Shea Homes Limited Partnership
Attn: David Garcia
8800 N. Gained Center Drive
Scottsdale, Arizona 85258

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the

1
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laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder,

13. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

14.Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the

assignor's duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties .

16.Dispute Resolution. The parties hereto agree that each will use good faidl

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.



17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attornevs' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

19. Authoritv to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

CQMPANY:

GLOBAL WATER -.- PALO VERDE UTILITIES COMPANY,
an Arizo corporation

l;v\44 W1/"iW
Its :

Cindy M. L1 es
Senior Vice President &
Chief Financial Officer

DEVELOPER:

SHEA HOMES LIMITED PARTNERSHIP,
a California limy ship

Bribed Aden;

i4'7t4' 2/ /

By:

By :

By:
Its: Authorized Agent



EXHIBIT A

.LEGAL DESCRIPTIONS
FOR AMARILLO CREEK UNIT I

AMARILLO CREEK UNIT 1, PARCEL 4

Lots 1-136, and Tracts A-F of the Final Plat of Amarillo Creek Unit 1, Parcel 4, as set
forth in Cabinet G, Slide 078, according to the Pinar County Recorder's Office Docket
No. 2006-122700 recorded on 8/31/06.



LL I
ii

u'ii

I
.g _

IT
IN
8:I?

- Ia

-

I

5 ii
}

..-

1 -ll
UP _ ¢ . .

»n_»

. HHI
'Illl[LI
.
, x

I'
4 x

8911L.L LLL 1| I |
4 -.¢

A
ET

ll a.. HIF "|
1

-

noTE: ALL SEWER LINES ARE a'
UNLESS OTHERWISE NOTED

SEWER EXHIBIT AMAPILLO CREEK UNIT 1,2,& 3
JOB NO

0.30049

41 E 8 VAN LOD
ml'm ni n5'M IM

EH1B1T B POINT (s ) OF connEc;F'ion

I

3
1

4550 NORTH 12TH STREET
PHOENIX, ARIZONA 85014
TELEPHONE (602) 264-6831

SHEET

°i]QFi]
FILE= ,DGN DATE=

I

I

I

l

I

I

I I I !

3
o
m

88
>

9
d
m
<
E
<

r

¢u*""' -_

_ -l 144 If 'ow vw- ..- cu-
.

F. |  I \ , ._.- __

Iso * °- .

_ |' _....
4** 4
-u-I 'Wt

4.4"

"W'
.|

. II
,nv-
r.| 4

r  -*

.-»"" , M

1Lm""'1'luH

r

3 ~8_ .1

I ,I
I
I
I
f

M

£8 Er
TO

'r Jr 11

9 ~-'=t*

.- /
"=\ .

.1 'K
_,.

_.H L 844

:~ ;
'1 F kJ I

1 1

/ YM

I -

'-8142;

. -89424 .
1 HT g

ills l l I l l

41 "`¥'

TT\\\~8

4

@9§&8» °=3< 8;
| I l- I-Q

s

ii\@
4 88

\
l

w
£ . l /

: _,ME
I

t l _\

u _,' if

h A rt

£5 1 '

\
H
\
1

: Z i  \ _

4 'L \ "-.
r . mg; 1

',
8

"888?8~L

x

!
I

I

I
I

E
I

\ I
-4- 1 W W T P
+ I

| I

-Lu* .-~" in 3 4
l  -I l". H *

"

04u1 l \ . . l . . . . d - - - 4 - 4 - - 4 4 - a r  a - » u ¢ | ¢ a u » * u g A
- r._ .-'
1  " r ' 110

9*

; _ T;7"

L]11

88

\-»-.
I , _

. 9 - * 'u " "\»'*.
4 ' 1 -- f t
.a' 1
»--" i
* I

\
\
\

\
_ _ . . 1 _ _ _ _  I *

. ,-* .-
M . Jc  . . -

x)
g. nr-

*frm
7 f -w

1

his §
_

-.; ,:;. cm

' MIL-.

. 1 i;

J_L..,.

I

'w

I r

,n
v

as

COMM.
16AC

.._.

.,:'e :it

I

- .J

. / ..
a

is _*

a l

m
UJ
Z
. I

83
E

Q
<
oE
zUJm
a:
UP

»\`
£4

ll Il111T-i. 4
;;:T:11. : _

ExmS ¢8Ih=1-
- =

H1 . 8-a~ H
'DOT |\ J J\"'J]. llll\ll I ll

""5°. -.::.:': . --_--- --

5 ~ -
t

I

E

I
I

1

I
t uw-

t

k:~5-
I

I

I
I

I

@ "PAPAGO moAn w
in
.Rh

8.

1/4»»/@>4'/
\ f
ll____

4@
EJ \\\-

|  3 \\
\

I \

- Rx# - - -  ) " '- - s a w- wH  + - ."1JluIa<
LEGEND i
-  EwEn ume; ;
-- Ex1sT.sewslq LINE
- MANHQLE "

n.T.s.

O

lL

iI



ll ll

EXHIBIT "B"

Point(s) of Connection
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1" Since Service Connection

Quantity

LF 4,389 30 $131,670
LF 114 55 $e.270
EA 14 1 ,000 $14,000

EA B s,soo $28,000
135 550 see.400

-Unit cw

"sitiO e" plc. Pressure Class 1st_ DR-1s
u.1.18" DiD Dudlle Iron Pl _ With ReatrdMed Joints

go Gate Valve.B. & c. M.A.G. sou, Det. 391-1 "C" a 391~2
' Fire Hvdrant Assembly CompIe4.e

EXHIBIT COST ESTIMATE

ESTl1VlA'llEl) CONSTRUCTION COST
FOR AMARILLO CREEK un|'r 1 . PARCEL 4

Units

$¢sa,a4d`18? tOTAL

Cost

c an
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WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this Q Q - day of _ SU s 2007 by and between

GLOBAL WATER D PALO VERDE UTILITIES COMPANY, an Arizona corporation

("Colllpany"), and CHI CONSTRUCTION COMPANY, an Arizona corporation ("Developer").

RECITALS:

A. Developer desires that sewer utility service be extended to and for its

residential real estate development, Sunset Canyon - Phase I, consisting of 404 single family

residential lots, in Penal County within the general vicinity of the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Certificate

of Convenience and Necessity ("CC&N").

B. Company is a public service corporation as defined in Article XV, Section

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection

system and holds a CC&N from the A.1°izo11a Corporation Commission (the "Commission")

granting Company the exclusive right to provide sewer utility service within unincorporated

potions of Final County, Arizona.

C. Developer is wi l l ing to construct and instal l  ihci l i t ies within the

Development necessary to extend sewer utility service within the Development which facilities

shall connect to the Comply's system as generally shown on the map attached hereto as Exhibit

"B." Company is willing to provicle sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that

Developer fully and timely perform the obligations and satisfy the conditions and requirements

set forth below.



COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in considerate of the following covenants and

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

l. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements

necessary to provide sewer utility service to each lot or building within the Development as more

particularly described in Exhibit "C" attached hereto and incorporated herein by this reference

(referred to herein&er as the "Facilities"). The Facilities shall connect to the Company's system

at the point shown on the approved plans as generally depicted on the map attached hereto as

Exhibit "B" and shall be designed and constructed within the Development in a manner which

allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the

terms and conditions set forth herein (including, without limitation, Company's rights of plan

review and approval and inspection of final construction), Developer shall be responsible for all

construction activities associated with the Facilities, and Developer shall be liable for and pay

when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company's standards and specifications, and all engineering plans and

specifications for the Faciiitics shall be approved by Company and its engineers ("Company's

Engineer") prior to the commencement of construction. Company and Company's Engineer



shall review the plans and specifications and shall provide any 1'eq1.1iremen1s or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company. The construction and

installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thcrcover.

3. Right of Inspection: Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the Rue! acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership, Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,



Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form se1tisf'actu1.y to Company. Company, in its sole discretion, m ay require Developer to

conduct a video inspection of any of the Facilities prior to pal approval and acceptance to

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Company's

ownership and responsibility shall include all pumping stations, manholes, collection and

transmission mains and/or related appurtenances within the Development up to the point of

coNnection of the sewer line of each customer receiving service to the collection main.

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall

be Devc1ope1"s, the Devclopmenfs or each individual customers' responsibility. Al l  work

performed by or 011 behalf of Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities arc free and clear of ail

liens and encumbrances, and unless the time period for filing lien claims has expired, shall

provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied,

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-buiit drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of

constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to Furnish service to the Development or



to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of»way shall be of adequate

size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer t1'ansflez's ownership of the Facilities pursuant to

paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free of

physical encroachments, enculnbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements ox' rights~of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fees, including legal fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($'1,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse

Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to
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refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to two and one-half percent (2.5%) of' the gross annual revenues received by

Company Rom the provision of sewer utility service to each bona fide customer within the

Development. Such refunds shall be paid by Company on or before the first day of August,

commencing in the fourth calendar year following the calendar year in which title to the

Facilities is transferred to and accepted by Company and continuing thereaf'ter in each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunder exceed the total amount of all advances made by Developer

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be

equal to Developer's actual cost of constructing the Facilities, less the costs cl' any corrective

action as defined in paragraph 3 above, the costs of curing any defects arising during the

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the

construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above,

9. Compallv's Obligation to Serve, Subject to the condition that Developer

fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of

rates and charges for service, the rules and regulations of the Commission and other regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate



the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standardsand specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, 01' otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as

Company has accepted the transfer of the Facilities, and ail amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the I)~8v€iopment to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10. Liability for Income Taxes. In the event it is determined that ail or any

portion of Develope1"s advances in aid of construction hereunder constituted *capable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes

resulting from Developer's advance hereunder. These fids shall be paid to Company within

hlventy (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation

relating to this matter. Such nolilication shall include documentation reasonably necessary to

substantiate the Compally's liability for income taxes resulting from the Developer's advances in



Illllllllllllll III II

aid of construction under this Agreement. In the event that additional funds are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction .

In addition, Developer shall indemnii§' and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed ageinsl Company and other costs and expenses

incurred by Company as a CoIls€qli€!llc€ of late payment by Developer of amounts described

above.

11. Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY :

Global Water - Palo Verde Utilities Company
Attn: Cindy Liles
21410 N. 19th Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

CHI Construction Company
Attn: Roger Prior
7001 N. Scottsdale Rd., Suite 2050
Scottsdale, Arizona 85253

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governinzz Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic sewer utilities and generally shall be governed by and construed in accordance with the

laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions zlppiicable to its provision of utility service, may be



modified from time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

l3. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

14. Indellmitiwtion' Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and iillly perform all of the

assigns>r's duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns faiths parties.

16.Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.

17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether



18. Attornevs' Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable atinrneys' tics.

19. Authority to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

COMPANY:

GLOBAL WATER .... PALO VERDE UTILITIES COMPANY,
an Arizo corporation

6'yd,q We
Its :

Cindy M. Liles
Senior Vice President &
Chief Financial Officer

DEVELOPER:

By:

CHI CONSTRUCTION COMPANY,
an Auzona 1o Rx

,
Roger Prior
Vice President

By:

Its:



EXHIBIT A - LEGAL DESCRIPTION

October H), 2007

LEGAL DESCRIPTION FOR
SUNSET CANYON

PHASE 1 UTILITY SERVICES

That part of the East Half of Section 28, Township 5 South, Range 3 East, of dm Gila and Salt
River Bass and Meridian, Pima! County, Arizona, more paNicularly described as follows:

Commencing at the Arizona Department of Transportation Aluminum Cap in handhold marking the
Northeast Comel' of said Section 28, 80m which the North Quarter Corner of said Section 28 bears
South 89°58'45" West, a distance of 2,664.09 feet;

Thence South 89°58'45" West, along the North line of the Northeast Quarter of said Section 28, a
distance of 105.00 feet;

Thence South 00°16'03" West, departing said North line, a distance of 799.98 feet to the True Point
of Beginning;

Thence South 00°16'03" West, a distance ot"2,1S4.59 feet;
Thence South 8'7°58'30" West, a distance of 2,030.93 feet;
Thence Nonh 02°01'30" West, a distance of 179.82 feet,

Thence North 44°21'47" East, a distance of 25.00 feet to a point on a 55.00 foot radius non-tangent
curve, whose center bears North 44°21'47" East,

Thence Northwesterly, along said curve, through a central angle of 27"15'12", a distance of 26.16
feet;

Thence South 71°36'59" West, a distance of56.51 feet,
Thence South 87°58'30" West, a distance of 73.00 feet;
Thence North 02°0I'30" West, a distance of 5 l1.00 feet,

Thence North 87°58'30" East, a distance of 140.01 feet to a point on a 425.00 foot radius non-
tangent curve, whose center bears South 79°33'53" East,

Thence Northeasterly, along said curve, through a central angle of 04°58'I9", a distance of 36.88
feet;

Thence North 15°24'26" East, a distance of 32.61 feet to the beginning of a tangent curve of 25.00
foot radius, concave Southwesterly;

Thence Northwesterly, along said curve, through a central angle of 91°25'57", a distance of 39.89
feet,

N'\020035\ADMlN\G-LGP1 WTR-10100'7.doc Page 1 of 3
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Legal Description for
Sunset Canyon
Phase 1 Utility Services
October ¥0, 2007

Thence North l3°58'29" East, a distance of 79.99 feet;
Thence South 76°01'31" East, a distance of 51.12 feet,
Thence Nerth 00°0l|15" West, a distance of 562.26 feet;
Thence North 89°58'45" East, a distance of 17.36 feet;
Thence North 00°01'15" West, a distance of 50.00 feet,
Thence North 00°01'15" West, a distance of 145.00 feet,
Thence North 89°58'45" East, a distance of 612.96 feet;
Thence North 00°01'15" West, a distance of 180.81 feet,

Thence North 35°03'52" West, a distance of 28.40 feet to a point on a 50.00 foot radius non-tangent
curve, whose center bears North 35°03'52" West,

Thence Northeasterly, along said curve, through a central angle of 54°57'23", a distance of 47.96
feet;

Thence North 00°0l'I5" West, a distance of 215.00 feet to the beginning of a tangent curve of
25.00 foot radius, concave Southeasterly,

Thence Northeasterly, along said curve, through a central angle of 90°00'00", a distance of 39.27
feet,

Thence Nordl 89°58'45" East, a distance of`26.09 feet;

Thence North 02°37'58" West, a distance of 50.05 feet to a point on a 25.00 foot radius non-tangent
curve, whose center bears North 00°0I'l5" West;

Thence Northeasterly, along said curve, through a central angle of 89°28'27", a distance of 39.04
feet,

Thence# North 00°30'19" East, a distance of30.26 feet;

Thence North 89°58'45" Bast, a distance of 1,270.37 feet to theTruePoint of Beginning,

Containing 93.257 Acres, more or less.

4;B562
FRED w
KLEIN III o
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s 47,177TOTAL
Sales Tax

471177RAND ram.

10' plc SDR35 Sewer Line
8" PVC SDR35 Sewer Lina
51 DIA. Manhole Per M.A.G. STD. DET. 420-1. 42D~2. 422 a428
Temporary Cleanout for Testing
Sublatal

Item

EXHIBIT "C"
Waalewa£er Facilities Budget

Sunset Canyon Infrastructure Phase 1

Quantity

903 L.F.
53 LF
4 EA.
2 EA,

Unit

S
s .
s 3,300.00
$ 550.00

Unit Price

35.0o
24 00

$
$
$
$
s

Amount

311605
1,272

13_2¢]0
1,100

47,177
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WATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this Z o :t 2007 by and between

GLOBAL WATER SANTA CRUZ WATER COMPANY, an Arizona Coloration

("Company"), and CHI CONSTRUCTION COMPANY, an Arizona corporation ("Developer") .

RECITALS :

A. Developer desires that water utility service be extended to and for its

residential real estate development Sunset Canyon - Phase 1 consisting of 404 single f%1mi1y

residential lots, in Final County Within the gencir8l vicinity of the City of Maricopa, Arizona (the

"Development"). A legal description for the Development is attached hereto as Exhibit "A" and

incorporated herein by this reference. The Development is located within Company's Ce1'tiHcate

of Convenience and Necessity ("CC8¢N").

Company is a pub]ic service corporation as defined in ANiclc XV, Section

2 of' the Arizona Coxlstitution which owns and operates water utility facilities and holds a CC&N

from the Arizona Corporation Commission (the "Commies:ion") granting Company the exclusive

right to provide water utility service within portions of Pinar County, Arizona,

C. Subject to the terms and conditions set forth hereinafter, Developer is

willing to construct and install facilities within the Development necessary to extend water utility

service within the Development, which fhciiides shall connect to the Company's system as

generally shown on the map attached hereto as Exhibit"B." Company is willing to provide

water utility service to the Development in accordance with relevant law, including the rules and

regulations of the Commission on the condition that Developer fully and timely perform the

obligations and satisfy the conditions and requirements set forth below.

B.

day of



COVENANTS AND AGREEMENTS :

NOW, THEREFORE, in consideration of the following covenants and

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install water

distribution mains andpipelines, valves, booster stations, hydrants, fittings, service lines and all

other related facilities and improvements necessary fv provide water utility service to each lot or

building within the Development as more particularly described in Exhibit "C" attached hereto

and incorporated herein by this reference (referred to hereinafter as the "Facilities") . The

Facilities shall connect to the Company's system at the point shown on the approved plans as

generally depicted on the map attached hereto as Exhibit "B" and shall be designed and

constructed within the Development in a manner which allows the provision of safe and reliable

water utility service to each lot therein. Subject to the terms and conditions set forth herein

(including, without limitation, Company's rights of plan review and approval and inspection of

final construction), Developer shall be responsible for all construction activities associated with

the Facilities, and Developer shall be liable for and pay when due all costs, expenses, claims and

liabilities associated with the construction and installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company's standards and specifications, and all engineering plans and

specitxcations for the Facilities shall be approved by Cmnpany and its engineers ("Company's

En fineer" , riot to the commencement of construction. Com an and Com an 's En innerE P y y g

shall review the plans and specifications and shall provide any requirements or comments as



soon as practicable. Developer shall require that its contractor be bound by and conform to the

plans and specifications for the Facilities as finally approved by Company, The construction and

installation of the Facilities shall be in conformance with the applicable regulations of' the

Arizona Department of Environmental Quality ("ADEQ"), the Commission, and any other

governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to

have Company's Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and speoilications. If at any time

before the Final acceptance by Company of the Facilities any construction, materials or

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials

and/or workmanship and require Developer to fully pay for all necessary corrective construction

efforts ("Corrective Action"). Company reserves the right to withhold approval and to forbid

connection of any defective pollion of the Facilities to Company's system unless and until the

Facilities have been constructed in accordance with plans and specifications and all applicable

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and w0l-kma!1ship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership, Upon completion and approval of the as-built

Facilities by Company and any other govcrnlnentai authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale



in a form satisfactory to Company. Thereaiier, Company shall be the sole owner of the Facilities

and be responsible for their operation, maintenance and repair. Company's ownership and

responsibility shall include all distribution mains and/or related appurtenances within the

Development up to the point of connection to the service line of each customer receiving service.

Maintenance and repair of each service line, which lines are not part of the Facilities, shall be

Developer's, the Development's or each individual customers' responsibility, All work

performed by or on behalf of' Developer shall be warranted by Developer for one year from the

date of transfer of the Facilities to Company against defects in materials and workmanship.

Developer shall also covenant, at the time of transfer, that the Facilities are ii°ee and clear of all

liens and encumbrances, and unless the time period for filing lien claims has expired, shall

provide evidence in the form of lien waivers that ail claims of contractors, subcontractors,

mechanics and materiaimcn have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of

constructing and installing the Facilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or

to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate
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size, location, and configuration so as to allow Company ready access to the Facilities For

maintenance and repairs and other activities necessary to provide safe and reliable water utility

service. Such easements and rights-of»way shall be provided to Company by Developer at the

same time as Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At

the time of transfer, all easements and ri8hts-of-way shall be free of physical encroachments,

encumbrances or other obstacles. Company shall have no responsibility to obtain or secure on

Developer's behalf any siGh easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the costs, expenses and fc6s, including legal Fees

and costs that are incurred by Company for preparation of this Agreement, for reviewing and

approving the plans and specifications for the Facilities to be constructed by Developer, for

inspecting the Facilities during construction and other supervisory activities undertaken by

Company, for obtaining any necessary approvals from governmental authorities (collectively the

"Administrative Costs"). For such purpose, Developer will pay to Company the sum of Seven

Thousand Five Hundred Dollars ($'7,500). Developer shall provide additional advances to

Company, as may be requested by Company in writing from time-to-time, to reimburse

Company for any additional Administrative Costs it incurs. All amounts paid to Company

pursuant to this provision shall constitute advances in aid of construction and be subject to

refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an

amount equal to seven percent (7%) of the gross annual revenues received by Company from the

provision of water utility service to each bona fide customer within the Development. Such



I

refunds shall be paid by Company on or before the first day of August, commencing in the fourth

calendar year following time calendar year in which title to the Facilities is transferred to and

accepted by Company and continuing there{%er in each succeeding calendar year for a total of

twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded

hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be

noawefllndable. In no event shall the Rota! amount of the refunds paid by Company hereunder

exceed the total amount of all advances made by Developer hereunder. For the purposes of this

provision, the total amount of Developer's advances shall be equal to "Dov:-:loper's actual cost of

constructing the Facilities, less the costs of any corrective action as defined in paragraph 3

above, the costs of curing any defects arising during the warranty period, as provided herein, and

the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and

the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph '1,

above.

9. Company's Obligation to Serve. Subject to the condition that Developer

fully pertbrm its obligations under this Agreement, Company shall provide water utility service

to all customers within the Development in accordance with Company's tariffs and schedule of

rates and charges for service, the rules and regulations of the Commission and cither regulatory

authorities and requirements. However, Company shall have no obligation to accept and operate

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company's standards and specifications

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

llllll
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terms and conditions of' this Agreement. Developer acknowledges and understands that

Company will not establish service to any custom€=r within the Development until such time as

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10.Liability for Income Taxes. In the event it is detennincd that all or any

portion of Developer's advances in aid of construction hereunder constituted taxable income to

Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance fids to Company equal to the income taxes

resulting from Developer's advance hereunder. These limas shall be paid to Company within

twenty (20) days following notification to Developer that a determination has been made that any

such advances constitute taxable income, whether by virtue of any determination or notification

by a governmental authority, amendment to the Internal Revenue Code, any regulation

promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation

relating to this matter. Such notification shall include documentation reasonably necessary to

substantiate the Company's liability for income taxes resulting from the Developer's advances in

aid of construction under this Agreement. In the event that additional fluids are paid by

Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, tom and against any tax

related interest, lines and penalties assessed against Company and other costs and expenses



incurred by Company as a consequence of late payment by Developer of amounts described

above.

l l . Notice. All notices and other written communications required hereunder

shall be sent to the parties as follows:

COMPANY:

Global Water - Santa Cruz Water Company
Attn: Cindy Liles
21410 N. i 9"' Avenue, Suite 201
Phoenix, Arizona 85027

DEVELOPER:

CI-II Construction Company
Attn: Roger Prior
700] N. Scottsdale Rd., Suite 2050
Scottsdale, Arizona 85253

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

32. Governing Law. This Agreement, and all rights and obligations hereunder,

shall be subject to and governed by the rules and regulations of the Commission relating to

domestic water utilities and generally shall be governed by and construed in accordance with the

laws of the State of Arizona. Developer understands and acknowledges that Company's rates

and charges, and other terms and conditions applicable to its provision of utility service, may be

modified fi'o:n time-to-time by order of the Commission. Company shall provide Developer

with copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence, Time is and shall be of' the essence of this

Agreement,



14. Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and ail claims, demands and other liabilities and

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Developer's failure to comply with any of the terms and conditions contained herein,

including (without limitation) Company's refusal to serve any unit within the Development based

on Developer's failure to pay all amounts required hereunder in a timely manner. Develope1°'s

duty to indemnify Company shall extend to all construction activities undertaken by Developer,

its contractors, subcontractors, agents, and employees hereunder,

15. Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform at] of the

assigno1"s duties and obligations hereunder. This Agreement and all terms and conditions

contained herein shall be binding upon and shall inure to the benefit of the successors and

assigns of the parties.

16. Dispute Resolution. The parties hereto agree that each will use good faith

efforts to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.

17. Integration: One Agreement. This Agreement supersedes all prior

agreements, contracts, representations and understandings concerning its subject matter, whether

written or oral.

18. Attornevs' Fees. The prevailing party in ally litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys' fees.

is



19. Authority to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully pcribrm this Agreement,

COMPANY:

GLOBAL WATER - SANTA CRUZ WATER COMPANY,
an Arizona corporation

its:

N r V MI
Indy M. LIIes

Senior VicePresident &
Chief Financial Officer

DEV E LOPER:

By:

CHI CONSTRUCTION COMPANY,
an Arizona cc ati0am /

Rogc °
Vice President

r l

I

By:

Its:



EXHIBIT A ... LEGAL DESCRIPTION

October 10, 2007

LEGAL DESCRIPTION FOR
SUNSET CANYON

PHASE 1 UTILITY sErw1cEs

That part of the East Half of Section 28, Township S South, Ralnge 3 East, of the Gila and Salt
River Base and Meridian, Pima! County, Arizona, more particularly described as follows:

Commencing at the Arizona Department of Transportation Aluminum Cap in handhold marking the
Northeast Comer̀  of said Section 28, &om which the North Quarter Comer of said Section 28 bears
South 89°58'45" West, a distance of 2,664.09 feet,

Thence South 89°58'45" West, along the North line of the Northeast Quarter of said Section 28, a
distance of 105,00 feet; '

Thence South 00°16'03" West, departing said Norma line, a distance of 799.98 feet to the True Point
of Beginning,

Thence South 00°16'03" West, a distance of2,1S4.59 feet;
Thence South 8'/°58'30" West, a distance of 2,030.93 feet,
Thence North 02°01'30" West, a distance of 179.82 feet;

Thence North 44°21'477 East, a distance of 25.00 feel to a point on a 55.00 foot radius non~tangent
curve, whose center bears North 44°21'47"East;

Thence Northwesterly, along said curve, through a central angle of 27°15'12", a distance cf 26.16
feet;

Thence South 71°36'59" West, a distance of 56.51 feet;
Thence South 87°58'30" West, a distance of 73.00 feet;
Thence North 02°0I"80" West, a distance of 51 I .00 feet,

Thence North 87°58'30" East, a distance of 140.01 feet to a point on a 425.00 foot radius non-
tangent curve, whose center bears South 79°33'53" East,

Thence Northeasterly, along said curve, through a central angle of 04°58'19", a distance of 36.88
feet;

Thence North 1 S°24'26" East, a distance of 32.61 feet to the beginning of a tangent curve of 25.00
foot radius, concave Southwesterly,

Thence Northwesterly, along said curve, through a central angle of 91°25'5'1", a distance of 39.89
feet,

N :\020035\ADMI.N\G-LGP IWTR- 10100)/.doc Page 1 of  3
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Legal Description for
Sunset Canyon
Phase I Utility Services
October 10, 2007

Thence North 13°58'29" East, a distance of 79.99 feet,
Thence South 76°01'3l" East, a distance of 51.12 feet;
Thence North 00°01'15" West, a distance of 562.26 feet,
Thence North 89°58'45" East, a distance of 17.36 feet,
Thence North 00°01'15" West, a distance of50.00 feet;
Thence North 00°01'15" West, a distance of 145.00 feet;
Thence North 89°58'45" East, a distance of 612.96 feet,
Thence North 00°01 '15" West, a distance of 180.81 feet,

Thence North 35°03'52" West, a distance of 28.48 feet to a point on a 50.00 foot radius non-tangent
curve, whose center bears North 35°03'52" West,

Thence Northeasterly, along said curve, through a central angle of 54°57'23", a distance of 47.96
feast;

Thence North 00°01'15" West, a distance of 215.00 feet to the beginning of a tangent curve of
25.00 font radius, concave Southeasterly,

Thence Northeasterly, along said curve, through a central angle of 90°00'00", a distance of 39.27
feet;

Thence North 89°58845" East, a distance of26.09 feet,

Thence North 02°37158" West, a distance of 50.05 feet to a point on a 25.00 foot radius non-tangent
curve, whose center bears North 00"0I'15" West;

Thence Northeasterly, along said curve, through a central angle of 89"28'27", a distance of 39.04
feet,

Thence North 00°30']9" East, a distance of 30,26 feet;

J
Thence North 89°58'45" East, a distance of 1,270.37 feet to the True Point of:IBeginning.

Containing 93.257 Acres, more or less.
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EXHIBIT A - Continued

EXHIBIT SUNSET CANYON
PHASE 1 UTILITY SERVICES
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911080TOTAL
Sales Tax I 1;11GRAND TOTAL.

III I'll I'll III -111111

8" PVC Water Main AWWA Class 200
12" PVC Water Main AWWA Class 200
8" Valve Box & Cover, Per m.A.G. STD. DTL. 391-1. Type c
12" Valve Box & Cover. Per M.A.G. STD. DTL. 391-1. Type C
Fire Hydrant Assembly
subtotal

item

EXHIBIT lac"
Water Faclllties Budget

Sunset Canyon Infrastructure Phase 1

Quandary

1,275 L.F.
7,170 L.F.

19  EA.
be  EA.
21  EA.

Unit Unit Price

s 28.00
s 33.00
s 750.00
$ 2,000.00
$2,500.00

s
$
$
$
s
5

Amount

as,7o0
236,610

14,250
52.000
521500

391 ,060


